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INTELLIGRICE FIGFLIGHETS we WEKK OF 24 FRBRUARY « 1 MARCH 1948

GRITRAL

Sino=Siampse relatiomns ' :

Sino-Siamese friction is again developings, over the perenniel questions
of immigration quotas and edusation in Chinese orivete sehools.. Chinese
lcaders in Siam have oonsistently pressed for special treatment of Siam's
Chinese residents and just as consistentily present Siamese authorities have
refused to grant preferential treatment. Besing demands on an aprecement
between former Proamier Thamrong and the Chinese Ambassador, the Chinese
Embassy is asking for a 1948 increase in the 1947 immisration quota (10,000).
the Siamese Foreipn Minmister, in return, insists that no records of such an
apreement exist and, furthermore, has taken the firm position thet the 1947
quota will be maintained,

Siamese law reouires registration of all private schools and requires
thet the national flag be flown daily over =11 schools, except on special
oconsions when other mational flags may slso be displayed. Chinese insiste
enoe upon the maintenance of national individuanlity has resulied in instances
contravening this law and hes been responsible for the present 111 feeling,

Chinese recosnition of the post-ocoup repime has been held out as an
inducvement for favorable treatment of the Chinese immigraticn quota and
education problems. The Aphaiwong Govermment has not acceded to Chinese
pressure ond may be expected to continue its policy of non-prefevential
treatment for the Chinmese minority in Siam,
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JAPAN
Coxposition of Japanose Cabinet still undeoided, Although Hitoshi Ashida,

‘resident of The Democratic Pa Vs Was clectod to the premiership on 21 February
by the lower house of the Diet, the composition of his Cabinet remains open to
question. Ashida continues to appear hopeful of forming a coalition of Demo-
erats, Soclalists und Peoslels Cooperativess In order to ¢ain the support of
the left wing Socialists who control as nany as 70 of the 468 Diet seats and

who are absolutely essentiul if the ccalition is to hope for even a modioun of
success, Ashide may so sompromise his position as to loso the support of the
Psople's Cooperatives and some of his owm Democrats.

_ The situation has clarified surficiently to indicute that Ashida's sclec~
tion as premier has the tacit blessin; of SCAP. Under the circumstances it
appears probable that Ashide wlll succeed in forming Mg Cabinet but it seems
equally olear that this Coalition will prove unstable and will continie only
long enough to pass some of the pending SCAP sponsored legislation. It is
inoreasingly ocertain that the political atmosphere will have to bo olariffed
by a general election within thres or four ronths.

Intensity of currency inflation declines. Note issue which as of 31 December
1547 had reaohod §I§,i4§,2ﬂ§5,5ﬁﬁ yen declined to 218,049,000,000 yen as of

31 Jenuary 1948,

This decline is expected to be only temporary. It represents a close of
the calender year adjustment as banks returned eurrency ‘n excess of require-
monts to the Bunk of Jupan. Inflation impetus ig artioclvated within the next
month as business enterprises turn to the Reoonstruction Finance Bank for loans
to meet tax payments due by 31 March, the end of the figcal year. Additional
inflationary pressure will come as corpanies whose production during the winter
months has boen below schedules, due to power shortages, turn to private banks
for loans to meet ordinary operating expenscs. :

ZOREA - Politieal

Of possible significance in connection with the recent announcenent that
UN-sponsored elections will be held in South Korea during May is a oarefully
worked-out plan for Korean eleotions prepared in September 1947 by the Amorican
Delegation on the Joint US-USSR Commissione As the eloctions will be US-oon-
ducted some plun similar to this one will probadbly be used. Bocause of the
difficult terrain and poor cormunications the plan provided for successive
elections to be held in ureas corprising three or four provinces esach, This
would require ruch smaller supervisory and control grouns than would be neces-
sary for over-all elections, The possibility of apprecisble double voting by
Koreans roving from one area to another would be nitiguted by lack of corrmni-
cations. The plan also called for at loast two spoclally trained Amorican
soldiers plus one or two trained Korean police or constubulary to be stationed
at each polling nlace. It has boen estimated that the actual elections would
Gake about two weeks in each area, or about one month for South Korea alone,

This plan probably reprossnts the best ohance for unbiased elestions in
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south Koreas. Tlowever, the politiecally untutored Korean voters may be so _
terrorized prior to the elections by "strong-arm" gangs of the extreme Right
that, despite the best elforts of the American cormand, a swoeping Rightist
victory will results Such a government could hardly be called "representative"
in the accepted sense of that term, ' ‘

Teconomic

On 19 February 1948, the North Koroan Peovle!s Committce anncunced the
schedule pursuant %o which payments are to bo made on private savings accounts
which were frozen in the course of the Decermber 1947 currency conversion. Pay-
mwonts to depositors {individuals or organlzations) are to be made according to
the following schedule: Total amount of blocked savings under 2,000 wonj 507
of next 3,000 wony 50 of next 5,000 won; 207 of next 40,000 won; 107 of
balance above 50,000 won. Only one-half of these nayments are o be made on
demand, either in cash or bonds, betwoen 25 Meoruary amd 24 March, 1948; the
remaining 507 will be payable on and after 25 March 1948. The balance of
blocked savings not subject to these paymerts arc to be transferred to speciel,
non-interost bearing f{rozen accounts, with any withdrawals therofrom being
forbidden. All private savings not in frozen accounts will be honored wilhout
lin*t arber 25 Vareh 1948,

In the early nart of December 1947, Saviet occupation currency and Japanege-
1ssued Bank of Chosen notes were exchanged for now currency issued by the Yorth
Korean People's Council. Individual persons were permitted to exchange 200
won and heads of fanmilies 5600 won, at the rate of one for one. All excess
currency had to be deposited in state banks whero it was froszon until the eifec-
tive date of the above specirfied plan, that is, 25 February.,

Bunce, Economic Adviser to General Fodge, expresses the opinion t!at due
to current propaganda exipencies, the conversion unlike its Soviet counterpart
was more liberal to cash holders and considerably less liberal to those having
suvings accounts prior to the "freeze" order in December 1947. He ulso belisves
that the conversion is probubly likely %o affect of ty traders with bank accounts
more than peasants with nones
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PALL

At present the Commmists in lanchuria are engaged in cutting off all out-
iying defense points around Mukden and reducing them one by cne. Reportedly
ddrected from Lin Piao's new operational headquarters at ldsoching, 40 miles scuth-
west of lMukden, Communist units have captured Yingkou, leaving Hulutao as the

pest Koupangtze, their chances of opening this vital reil line to traffic appear
pretty slim, : :

In North China, Commmnist forces contimued to harrass Mationalist lines of
communication, interrupting service on the Peiping-Tientsin railway and isolating
wuching, midway between the two cities. Nationalist units advancing south from
Chengchou and north from Hankow joined near Hsuchang and restored that section of .
the Pinghan railway to National, Government control, However, Commnist forces
of Liu Po-cheng and Chen Yi, the latter Just returning from western Shantung, are
reported massing east of that stretch of railway, -

Political

Following the initiative talken by the Soviet in amouncing that an extension
would be agreeable to the USSR, an official Chinese spokeaman amnounced that the
Chinese Government desires to extend for ancther two Years the Sino=Soviet Treaty
of Non-Aggression of August 21, 1937. The treaty which initially was to be
effective for five years, that is until 1942, has been autommtically extended
every iwo years since that date,

The USSR has requested the Chinese Government to elose its consulate at
Semipalatinslc in reprisal for the.Chinese request that the Soviet Consulate at
Lanchow be closed. The Chinese contend there is no consular function for the
Soviet office in lanchow to perform and that too many Soviet army officers were
being assigned to that office without legitimte reason; at the sams time the
Chinese consider their consulate at Semipalatinsk their most importent consulate
in the USSR because of a sizeable Chinese colony there and because supplies for
Sinkiang mines come through that point. y :

The appointment of former Soviet Hilitary Attache to China, Major General
H. V. Roschin, as Ambessador in Nanking came as a surprise to the entire diplo-
matle corps in China. Roschin replaces Ambassador Petrov who has not been in
China since his return to Moscow in June 1947. Consensus of informed sources
is that Roschin is an able and well~liked man who knows China well,

General Roschin's appointment has raised additional speculation as to the
possibility of Soviet good offices or mediation in the civil war, Prior to leave
ing China in January, Roschin talked with a few Nenking officials on this subject
although the National Government has officially denied that the USSR made such
an overture. The possibility that the Communists and the Netionmal Goverrment of
Chiang Kai-shek can come to an agreement ending the civil war is extremely remote.

!
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The National Government position in Manchuria is fast becoming desperate.
Chinese officials have stated that Wei Li~-huang will not Ye able to hold out for
more than ninety days., Manchurian leaders, la Chan-shan, Chang Teo~-hsiang and
fang Hua~lyi have stated their willingness to cocperate in relieving wel, and

j:ssiminanattenpttopersuadelﬁmto send sorely needed military support un~
der their leadership, :

The controversy over the National Assembly elections still continues with
a0 solution in immediste view. The Kuomintang candidates that were elected withe
cut party backing still insist on the legality of their election, thus de
the seat distribution arranged by the Kuomintang with the Democratic Soeialist
and Young China parties prior to the election, The position of these elected
officials has been supported by the decision of the Comtrol Yuen that they are
the delegates legally chosen through the democratic rrocess, It is reported that
the Kuomintang has offered these delegates other positions in the government as a
reward for giving up their seats, but the compromise has met with little success.
The controversy is causing a split within the ranks of the Kuomintang and the poste
ponement of the National Assembly meeting now scheduled for 29 March is a very
real likelihood,

Economic

Currency., The Shanghai money market took another Jump the past week. US §
bank notes on the blackmarket opened at CN §$260,000 to 1 on 23 Fehruary, rose to
& high of 310,000 on 25 Februry, and then dropped to 285,000 on 27 Fe
following reported large scale arrests of blackmarket operetors., The aofficial
"open® US § selling rate was raised from CN $137,000 to 151,000 an 20 Pebruary,
still about half the present blackmarket rate, '

Prices. Commodities continued to rise; rice reached a new high of C¥ §3
million a picul on 26 February compared with CN $2.1 million a week before,

Foreign Trade, The National Government reports that exports excesded imports
(by Ugﬁ_ﬂmm) in December 1947, for the first time since V-J Day, The

Export~Import Board has announced that Zaotas for imports of Scheduls II commodi-
ties (essential rew materials) for the 6 month period February - July 1948 have
been cut to US $73.47 millfon, a LO% decrease from the previous 6 months, This
my result in temporary improvement in the trade balance, but would also retard
production of exportable goods in view of badly needed raw materials from abroad,

The Central Trust is reportedly buying goatskins for shipment to Russis ale
legedly in liquidation of debt incurred for Soviet aid early in the Sino-Japanese
war, US Consul General at Shanghai believes it possible that these skins may
later be offered to US buyers to acquire dollars,

Shipping, The CC organ Shun Pao reports that the government is considering

opening Yangtze ports to specific foreign ships under a special arrangement to ex-
predite delivery of rellef supplies, :
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TDONISTA

rremier Hatta of the Tndoneaian Republie has strossed the Republiets
willingness to cooperate in the establishmont OF an interim povernment
preparatory o the projected United States of Indonesia (USI). © The Duteh
have replied that the Republic couvld enter into-the formation of a pre-
federal government of all Indonosia once s political arreoment is reached,
and have tlms underlined their stand that the Ropublie's position in the
USI will be that of one nogara (state) among several with no protansions
of sovereignty. It isg likelv that this point (i.c. the Popublie's re-
duetion o a negara in the USI) will become ths key imsue in imminent
political negotiations sinee the Ropublie as a negzara wonld be forced to
relinguish independont control ouver its finances and itsa military and
foreign affairs.

BURMA

Buvma's uneven egonomie rehabilitation is becoming increasinely evident.
Although not approaching prewar levels, the production of ricc and tealk, two
of Bumma's most important expord compodities, has ineveased to the point wheve,
with the maintenance of striet import controls, Burma should Do able to show
a halaneed budret, Such progress is atdribubable to the Pact that the pro-
duetion of vice and teak do not require advaneed technelozy and the lahor ig
provided almost entirely by indipendus voovle. In thelr enthusiams over
independence and socialism, however, the Burmese are in danror of nullifying
these gains by precipitate nationalization. The Pivet taraet of nationaliza.
tion is the Irrawaddy ¥lotilla Gompany (IFC), but it is doubtful that the
Burmese ere capable of assimine all the responsibilitiocs involved, An indi-
cation of Burmese unpreparedriess aprearad during nepotiations between the
COB and the IFC when after long discussions a cabinet minister requested a
definition of "depreeiation.™ Confusion will be almost unavolidable in the
rapid Burmanization of the I¥C and, in 21l likelihood, will mean that the
rice crop will move slowly, and, lacking storage facilities, rart of the
harvest may spoil. ‘

Politically, factions ore developing for and againat nationalization,
The Anti-Faseist League (ATL) still cormands the support of most politically
conscious Burmans sinee most Burmens are predominantly interested in rice and
vimber, and will continue o support the AFL so long as agsrienltural conditions
improve, On the other hand, Hanbhawaddy, the cecond largost newspapsr in
Burma which represents the interests of the small and largoly unorganized
group of landlords and merebants who opnose the government; 's pollieies, recently
prrinted ssveral articles geverely critical of Prime Minister Thakin Fu, The
Prime Minister, referred $o as Laxative Mu, for his ability to loosen up the
semi-loyal opposition, was accused of politiecal nenotism, of dictatorial ten-
dencies and of surrounding himeelf with a "mubusl vraisine soclety.”™ These
articles are the firdt criticism of Frime Unister to apnear in the indirectly
government-contrelled press whiech has heretofore studiovsly avoided antag--
onizing the govermment. Unless opposition $o the governmont is supproessed,
shis kind of eriticism may increase if the covernment's nolicios flounder.

Approved For Release 2001/08/26 : CIA-RDP79-01082A000100010031-5



Approved For Release 2001/08i2fuiiatiuiil79-01082A000100010031-5

3
- g e

FREGOH LnLOCHINA

uring Sao Dai's absence in Furope the leadiny apnamive nationalisis
who support the former emperor of Aanam naveo been ztien iine the oreanization
of a national congress, whogse chief function will be the recall of Lao Dai
as tho emperor of a Vietnamese state froely allied with .Tance but not
necessarily bound within the Fremch Tmion. (See saily durmary of 21 “ebruary
1948, Item 3). This plan was the outzrowth of & noeting zeld Just prior %o
the ex-smperorts departure for Comeva in December, &t which tirw these mation-
alist leaders persuaded Dao Dai of his tactical error in comitting Vietnam to
join the French Union. The propogdd nationAl concress would oxtiicate Bao Dal
from his commitment to Tiph Commissioner bollaert by statine that he acted as
an individual rather than as a represcuntative of Vicinenm, ‘hiie such an.
asserbly eould achieve this aim and would allow the cxehan~e of views by
nationalist leaders from each area, the asseribly also wouid be suscepiible
to domination by the French throusn their control of atr vriopities, financial
aid, and promiges of jobs for attending nationalist representatives, '

PHTLIVPTMTS

Doxas rumored considerine Tabinct chunmes, According to current reports.
in the "anila nress, cresident “oxsc is considerine se-eral mejor cabinet
changes in order to utilize exmerienced rre-ar administrators recently freed
rrom collsboration charpges by the amnest— -roclam: tion, “hief among the
possitle annointees is Jorre ', Varpas who 1s errected to be anpointed Presie
dential secretarv {Thief »f the “xecutive Cffice), an {-portant adminictrztive
rosition which he held fer six vears under Tresident "uezon., “uring the occu-
nation he served zs Thilipnine Ambassador to Janman, Other high-mnkine col-
laborators mentioned for cabinet or -mortint covernme~t nositions are ~Tlaro
*, Tecto, occunztion Yinister of Foreien Affaire, snd fntonio de las ilas,
sceunztion Vinister of Tinance,

“ontr-ct swarded for serarning surrlus srmunition, Former Anmhcssador
~aul ¥, "oVutt, representing the Joinlo Trading ‘o paw of “ortamouth, Chio,
on 2L Tebruary submitted the highest cecemtable M4 of 325,000 for the more
than 90,000 tons of surrlus ammunition tronsferred by the 1'T to the Philippine
~overnment. (Cee F7/P ‘eekly 3-9 February,) 2 hipher tic of 805,000 was
disqualified for failure to rost a 207 bond, The surplus ammunition, to be
demilit=rized and sold as powder and scrap metal, h~d an estimsted nrocurc-
ment cost nf ammroximately “70 “illiony '™ fArmv ordnance e-perts estinm:te
it mresent volue ot more than 5.5 million. Vowever, the cost of demilitari-
zing and ~arketine the a-munition, =uch of which is hipghlv unstable after
long emosure, is ewmected to run high, The Thilin-ine "overnment anticipates
receivi ;r more than “250,000 i~ export t-xes fro- the ~proiect,

~uerrillas srek share of Armed ~orced nromotions, ‘s a result of strong
puerrilla ~rescure, rresident “oxas has directed the Youns Comnittce on Yational
Nefense to draft lepislation desipned to readjuet the irmed Forced promotion

swstem in order to nredit puerrilla service during the Jup:unese ocoupation,

S HET
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“TRTITTE (eontinued)
“niz sction aprarsntly took rlsce sfter an ax—guerrilia group Laclusine Sen-
“Lor “endctum, ‘efense “ecreturr Xangleon and 7eneral Tenxzlta, “eteruns Toard
~hairman renorted to the President the widesrread demoraiin tion in exeguer-
+i11a ranks. About 100 of 708 repular and less than hali of 2,7°0 reserve
afinaces on nntive duty rould “e “epatitted by the nronosed bill which wounld
enngider services of muerrilla officers of ioth res mizad und unresognized
[33s} "._\",S.

Tabor offisinl murdered, Tanuel *, Joven, as-istaiie sserevery in the
mmiliopine Nomunist Party and executive sesretary of the “ongiress of labor
rrpanization (CLO), the dmost active 1sbor organization in ihe Tuillppines,
sne murdered by unlmown sfunman on i Febroary on a highvay south of vanilu,
“he Thilinnine pol ce and “onstatulsry huve initially explzined the murder
as ~otivated v riv:lry betwesn lator prouns,

eTRELTY

Pustralian settlement with VS exnected, “he represcivobive of the i

“oreirn Tiouidation ‘ommission in Svdney, has reporied Lhot the ‘ustralian
Opime Yinister and “efense Touncil are e:mocted to ~ake #n early decision
on a final base snd & rnlus vroverty settloment =ith the "%, “hould the
Australian “overament decide uron the dovelonment of amus as a navel beee,
a tentative cffer of ~1,750,000 as full settlement of "7 interests in Yanus,
ez Twinea, and certain lend-Tease matters #ill rrobrtl - b:e msde.
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